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' Government  Prex aneial Decentralization, Aecording to the US
Embassy Belgrade the Yugoslav Government .is formulating new financial

legislation which will decentralize the administration of govermment funds,

‘According to the new legislation, the Federal Govermnment will collect

onlyvfunds essential for federal operations while individual’ enterprises

- will have a large measure of independence in determining the use of their

earnings within the framework of the over-all state plan, Emterprises will
be permitted to re'bain a portion of their éarnings for expansion purposes,

- higher wages, or special ineentive revards, With the exception of prices

' for raw materials, supply and demand will determine internal pricess
.S Belgrede 442, 25 May 51). COMMENT3 The mew legislation will constitute

another step in the ‘govermmentts decentralization program which is designed

to promote greater efficieney a:ad higher produetion by encouragmg loeal

4;_initiative. Lo
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SECTION 2 (EASTERN)

AUSTRALIA. Government Raids Headguarters of Two Communist-led
Unions, The Government raided Sydney and Melbourme headquarters
of two Communist-led unions == watersiders’ and seamen's == on

25 May in expectation of seizing evidence that the New Zealand
waterside strike is being supported and financed under international
Communist direction. Although the two unions involved immediately
walked out in protest, they resumed work on 28 May apparently
unprepared at the moment to defy the government., The US Embassy
notes that the Govermment's action indicates an intention to seize
the initiative in the current phase of the anti-Communist

struggle and to put Communist union leaders on the defensive thus
possibly avoiding the spread of the New Zealand strike 4o
Australia, (R Canberra 335, 28 May 51). COMMENT: Communist-led
unions have banned work on New Zealand ships in Australian ports,
and at least one union, the Waterside Workers Uniom, is collecting
funds for the now dersgistered Waterside Workers Federation in

New Zealand which has promoted the costly four-month strike

‘there. The New Zealand federation and the Australisn unions

whogse offices were raided are all affiliates of the WFTU,

BURMA. Chinese Communist Border Raid Beported. m 25X1C
m Chinese Communis®y rorces DAV

urned uhe Burmese border town of Kyukok om the Burma Road and '
ceptured the commander of the local Burmese garrisom. No official
comment or confirmetion has been forthcoming from the Burmese

Government. (Press ticker, Reuters, Rangoon, 28 May 51). COMMENT:

Reuters has not been pariicularly relisble in its reporting from
Burma, There have, however, been reportas from other sources
concerning hostile Chinese Communist actioms along the Sino-
Burma boundary which the Burmese-Government hss consistently
denied or ignored., The scene of this reported incident is far
removed from the area occupied by Chinese Nationalist forcess
however, tension has been developing aleng the frontier since
the Chinese Communists gained control of Yunname

CHINA. Agresment Presages Communist Gontrol of Tibek. The
prineipal pointe cf the sgreement between Communist China and

the Tibetan delsgaticnm, announced by Peiping on 27 May, provide
thet (1) Tibet is to be a part of Chine, (%) The Tibetan
suthoritiss sre tc “actively essist® Communist forces to cecupy
Tibet, (3) Peiplug 4is to condust "all externsl aPfairs® o2
Tibe%, (4) the Panchen Lams (a Communist. pupped) is to have equal
status with the Dalai Lama; end (5):Tibet:is to enjoy "mationsl®
reglonal sutonecmy under ‘the unified leadership? of the Peiping
regime, (R FBIS, 28 May 1951), COMMERT: ' ‘fhs 0CT Deily Digest
of 26 May reported the expe¢tation of un afresuent of this ’
ratire beitween Peiping and Tibet. Peipingle promiss of "nstionsl
regional sutonomy” is worthless, as other provisions ensure that
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Tibet will have no significant independent powers., Although
Peiping's commentaries indicate some doubt as to whether the =~
Tibetan suthorities will implement the agreement signed by their

e delegation, Tibet is incapable of prolonged resistance to the
Peiping regime, and it is expected that Peiping will be in
effective control of the area during 1951.

gn CHINA, German Truck Tires En Route to Chinege Commnistss The
Netherlands Economic Ministry advised the US Embassy that 685

truck tires, sold by a West German firm to a Chinese Communist’

- buyer through three intermediary firms, were on the German ship
MORELLA which left Rotterdam 23 May., The vessel, reportedly
owned by Rickmers in Hamburg, may call at Taku Bar in North
China instead of Hong Kong, according to the Economic Hinistryc

n (C State, The Hague 1554, 25 May 51), COMMENT: The MORELLA
‘. may give both Hong Kong and Taiwan a wide berth, in view of the

.. experience of another Rickmers'! vessel, the MAY RICKMERS, which
.was intercepted by the Chinese Nationalists in late April. The
MAT RICKMERS was delivering steel rails and other strategilec
1tems from Europe to-a Chinese Communist porte

. mgn

Q;g;g_gg_;g_;g Chinese Gommunist and Indian representativos,vho
have been negotiating in Peiping for a month, finally concluded,
on 22 May, an agreement for India to purchase 400,000 tons of
milo (a coarse grain)., A4 23 May Delhi broadcast, which has not
~ been officially confirmed, stated that shipments under this =
latest agreement will begin in June 1951 and will be completed -
" within four or five months. Lamb, the British representative
in Peiping, reported that the Commnists desire to receive
Wtobacco and gumny sacks" in return for the grain., However, tho
~ US Embassy in New Delhi reports that the contract calls fer
_ .~ payment chiefly by cash, but partly by barter (S State London
- 6145, 25 May 1951; C State New Delhi 3359, 24 May 19513 = -
-R Ticker, Delhi Indian Information Service, 23 May 1951), <~ . ..
MYENT: The Chinese Communists have concluded three agreementa
since January 1951 promising a total of 550,000 tons of rice = =
and milo to India, of which about 590,000 tona have been shippeds
Because of limited shipping in the Far East, it will be difficult
‘to step up deliveries from 10,000 to 70,000 tons & months in
order to complete delivery of the remaining half-million tons
in 1951.
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in partial contact with UN forces in east central Korea.

COMMENT: While the
capture of these deserters .is inconclusive 5 to the location
of their parent units, this is a further clue as to the
identity of the reported = but unconfirmed - army group to the
rear of the Chinese Communist 19th Army Group on the western
front, : ,

JAPAN., Communist Peace Meetings Reportedly Plemned. The US
Political Advisor in Tokyo has informed the Depariment of State

that, according to local sources, Japanese delegates will attend
a so-called All New Zealand Peace Conference in Auckland on

15 June, and an all-Asiatic races Peace Promotiom Confersnce

in Peiping sometime that same month, Further rsports indicate
that preparations are being made for a world peace conference
in Japan in the autumn of 1951 to be attended by delsgates from
all over the world, (C Tokyo 2038, 26 iMay 51). COMMENT: The
reported New Zealand conference is one of numercus nationsl

- peace meetings being held throughout the world te furthsr the

Five Power Peace Pact ‘drive of the World Peace Council. The
scheduled Peiping meeting is one of the regional couferences
planned for at the WPC meeting in Berlin lasi Fabruary %e
relate regional social and economic problems to the Sovieb
Peace Campaign., There have been no previous reports of a
planned "World" peace conference in Japan. Any anmsuncemend
of intentions to hold such a conference there would bs made

_merely for propaganda purposes since the Communists are um-

doubtedly aware that SCAP would not grant entry psrmits %o
delegates.
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SECTION 3 (WESTERN)

GERMANY o Ult.imate Decline of Refugee Party Forecaste "US Land observers

in ScHIeswfg—Holste:.n Teel That the BHE, Wesb Germa.ny's largest refugee
party, has passed its peak and will now decline in strength in Schleswig-
Holstein, where it is strongest. Basn.ng their opinion on the results of
recent city-town elections in that Land, when BHE losses disappointed party

_leaders, they add that the most crucial question is that of the ultimate

allegiance of the still numerous BHE supporters, who might in the future -

be attracted by extremist parties. (R HICOG Special Report, l.May 51)

COMMENT: Although the BHE may have passed its peak in Schleswig-Holstein,
The party should remain strong for some time, particularly as long as
conditions for the many expellees and refugees in that I..and remain poor.
The future of the BHE will also depend partly on its success in other

_Laender in representing rei‘ugee interests. As a result of its showings

In recent Land elections, it is already participating in La.n’d governments
in Schleswig-Holstein and Bavaria, and is expected to join in the new

'Lower Saxony govermnment., This participation has increased the bargaining-

position of the party, and should stave off losses by the BHE to the
established parties and extremist groups.

'FRANCE. Communists Gain in Municipal Electionsi French Commmnist Party
(BCF) 1ists were returned with outright majorities in two municipal

elections in the Paris region on 27 May. Although both elections occurred
in traditional Commum.st strongholds, it is noteworthy that the FCF
registered an increase above the previous. nnm:.c:.pal election figures in
each case, jumping from 13 to 5L per cent in one instance. Communist
propaganda is pointing out that the PFCF is now capable of achieving a flat
majority and thereby securing all seats in the departments where LO per cent
of the 1946 vote went to the party. In 1946, however, the PCF secured

o L0 per cent of the popular vote in only two departments. (R Paris 7306,

npn

28 May 51) COMMENT: Elections in the Paris *"Red Belt" give little basis
for an estimate ol PCF national strength, but these results bear out recent
reports that the PCF is recouping earlier losses. Inflation and successful
strike activity have reestablished Cémmunist prestige in working-class
commnities and can be expected to counteract the effects of the electoral
reform and thus limit PCF natlonal election losses in Jxme,

' ITALL Rrominent Communist May Be Scheduled for Smn.et "Re-Indactrination"

Senator Fugenio Reale, prominent member of the Communist. Par

departed from Rome for Vienna on 20 May with Prague as his probable des’bi—
nation., The purpose of his mission is not known. (S Rome, Joint Weeka 21,
25 May 51) COMMENT: Reale's trip suggests continuing Soviet appréhension

over the potentialities of the dissident Magnani-Cucchi movement( for at-

tracting high~ranking members from the PCI hierarchy. Reale was drgpped

. from the PCI central cormnlttee in April 1951.. He is well knovm for his
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nationalist sentiments and has been dissatisfied with the party's general
line. Tt is, therefore, quite possible that he has been called.to Prague
(or Moscow) for reprimand and "re-education". Another possibility, in
view of his important position in connection with PCI-controlled export
companies engaging in trade with the Soviet satellites, is that the Kremlin
wishes to give him instructions for further facilitating this trade. Such
action by the USSR would be appropriate at this time when the US is seeking
to intensify Western Europe's control of exports of critical items to the
Baste -

ngn Airoreft Indust >Ani;'ici ates Manufacture of US Jets for NATO. A
25X1C -

that no other Vampires or Venoms will be built in Italy after the present
80 vampires now on order are completed in late 1952, The Italian Air Force
hopes the Italian aircraft industry will eventually manufacture spare parts
for the F-8l to be supplied under MDAP and will later build the F-8i's,
-under license, for Italy and other NATO countriess The Italians have -
 always favored the production of American type jets in Italy, but such
production is contingent upon the final decision as to which plane will
be the standard NATO jet fighter, (S Rome Joint Weeka 21, 25 May 51) COMMENT:
‘' Italian production of the F-8l4 for NATO countries is also contingent upon
the extent of retooling required and the limitations of the peace. treaty on
Italian military production. It appears probable that the Italians have
~approached US officials with this suggestion in order to ‘ascertain what
“their attitude is on this problem.

ng®  SPAIN, Franco's Generals Re orted Ready for Constn.tutional Monarchi An

American delegate to the U Conference told the US Ambassador in.
Brusgels that he has received. :,ndmcat:.one»througlr labor chamnnels that .
Spanish Army elements are ready for constitutional monarchy. in Spain“
The labor official stated that the time is right for concerted action

) directed toward the removal of Franco in view of the possib:).l,:.’c.y that the

. Spanish generals feel that, under the présent cnroxmstanoes, Franco is a
hindrance to the development. of Spanish military strength.and participatlon
in’ NATO which they desire. (8 Brussels 1882, 28 May 51) COMMENT: There
'15' no confirmation that the thinking of the top generals has; crystallized
to! the degree indicated by this report, which probably emanates. from Spanish
"Soc:.aln.st sources. Many . ‘high-ranking officers are Monarchists and are
known to be examining the Army's position vis-a-vis Framco in ‘the light

'6f ‘the current labor unrest and of Framgo'!S future abn.lity to.maintain
internal stability. It is possible that they are .also concerned lest
continued disapproval of Franco in western Eurbpe may hinder Spain's receipt
of. US #i{litary aid. The CIC (Mor;arch:x.st-soc:.alls'b-Ana.rcho-syndioglist
coalit,ion Comite Interior de Goordinacion) has, for some time, been making
a special efTfort to gain the -support of the generals for a constitutional
monarchy under Don Juan. These generals are unlikely to act unt:.j. convinced
. that Franco can no longer control the 1nterna1 sn.’ouat:.on. o
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SWEDEN. British Coal Ensbles Sweden to Resist Polish Pressure, , A British
promise to make available an additional 300,000 metric tons of coal during

"the second half of 1951 has permitted the Swedes to reject a Polish demand

for strategic goods in retwrn for 500,000 additionsl tons of Polish coal,
on which the Swedes had an option. Although Sweden needed the entire
500,000 tons offered by Poland for this period, it obtalned firm guaranteed
of only 150,000 because of its refusal to gxport in payment ball bearings
and other strategic items. (S Stockholm Joint Weeka No, 21, 28 May 513

Née 20, 19 ‘May; No. 19, 11 May). COMMENT: The Swedish-Polish Trade
Protocol and Payments Agreement for 1 November 1950-31 October 1951
provided for the shipment of 3,000,000 metric tons of Polish coal and an
option to acquire 500,000 additional tons. It stipulated that Sweden export
in return ball and roller bearings and parts thereof valued at 6,000,000
Swedish crowns,  Sweden is completely dependent upon foreign gupplies of
coal and coke; agreements for coal and coke deliveries .during 1951 provide
for 3,000,000 tons of coal from Poland, 500,000 from the UK and Germarty

~respectively, and 2,000,000 tons of coke. from Germany.

UNION OF SOUTH AFRICA. Large Capetown Demonstration Draws Multi-Racial
Support, Whites, Goloreds (mixed breeds), and natives paraded in a three-
mile—long procession through Capetown yesterday in protest against a bill,
now in its last stages in Parliament, removing Cape Province Colored voters
from the common roll and permitting them to vote only for their own separate
representatives in Parliament. A delegation of ex-servicemen presented

.petitions to Parliament protesting against the bill, and calling for a
‘general election., After the demonstratiom, rioting broke out between

Coloreds and police on a scale unprecedented in Capetown's historye (U

NY Times, 29 May 51) COMMENT: This is the first occasion on which any
degrée of unity has been achieved among those members of all South Africals
racidl groups who have been opposing the legislation either on the consti-
tutional ground that it alters one of the laws which had previcusly been
considered beyond the reach of a mere parliamentary majority, or because

it represents a diminution of the civil rights of one group in the com-

munity. Prévious Colored opposition had taken the form of two demonstrations

on 8 March and 7 May which passed off without incident, and which lacked

the support of other racial groups, The latest demonstration was insti-
gated not by Coloreds, but by whites, who until now had confined themselves
to the holding of public protest meetings on a segregated basise '

.BOLIVIA. Revolutionary Threat Postponed. Embassy La Pas believes that ‘

The Wovimiento Nacionalista nevoliucionario (MNR) will delay its next .
revolubionary abbempt for &b least owo or three months, because its plans
have been somewhat disrupted by the’arrest of various MNR -leaders, including
head of the miners! union Jusn Lechin (see OCI Daily Digest 23 May 51).

The Minister of Government has_pgrsuaded various mine leaders to agree to
investigate the charge that Lechin is using the miners for political ends
and then to disown Lechin if the charge is proved. Meanwhile, the junta
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has been recognized by Peru, Spain, Dominican Republic, Mexico, Colombia,
and Chile, (8 La Paz 586, 28 May 51) COMMENT: . The mining areas are
the wellspring of MNR revolutionary activity. The mine leaders' agree-
ment, together with increased military surveillance of all areas, should
afford the junta at least a brief respite from MNR threats,
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. Praha has received a letber, allegedly writien by Oatis, for forwarding
45 his wife, Iz the letter Oatis confessas his esplonage activities,
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CENTRAL INTEILIGENCE AGENCY

OFFICE OF CURRENT = INTELLIGENCE
DATLY DIGEST OF SIGNIFICANT S/S CABLES

29 May 1951
SEOTION 1 (SOVIET)

OZECHOSIOVAKIA, OQatis May Repen‘iﬁ in Rigged Trial, The US Embasgsy in

repants his former. lies about (zschoglovakia, and claims that he is being
well treated by a nation "which honestly works for keeping world peacs?,
Ambagsador Briggs eomments that the use of several "un- American' phrases
indicates that the letter was probably drafted by the Czechoslovak authori-
ties, Briggs warns that Czechoslowekla may plan to present Oatis in a
trisl as a voluntary defector, since this might bs the perfect answer to
US representations, (R, Praha 750, 24 May 51; G, Praha 781, 24 May 51;
¢, Praha 757, 27 May 51). COMMENTs Shertly after a Yugoslav redio opera-
tor mysteriously disappeared from the Yugosiav Embassy in Praha last
March, he issued a statement thal he had veluntarily requested Czechoslovak
agylum, The Yugoslav Embaggy adamanily remains convinced that the operator
wes abducted by the Czechoslowsks ard forced into his subgsequent actions.
In the face of rapidly deteriorating US-Uzechoslovak relations, no effort
will be spared by the Communist authorities to discredit the 1B,

SECTION 2 (EASTERN)

IMDIA. Nehru of Indie Savs He is Awswious %o Pave US Eeonomic Aid. On

25 May Prime Minister Nehru of Indis %old US Arbassador Henderson that

Trdia needed US economic assistance, that he (Nehru) was most anxious to

nave it, and that he would be willing Yo accept such ald on existing ECA
terms and conditions, Nehru did not object to any of these terms or condi-
tions, but he did attempt to assure himself that acceptance of US aid would
not be taken by the US Government ¢r by the Indien people %o imply that

ITndia thereby eommitted itself divestly or indirectly to follow a US lesad

in matbers of domestie or foreign poliey. (3, S/5 New Delhi 3362, 25 May 51).
COMMENT: Despite his statements o Ambassador Hendersonm, Nehru's future pub-
1ie statements on foreign aid should not necessarily be expected to contaln
admisgions of need or desirss to obizin sush agsistance,

SEORET
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SECTION 3 (WEs'TmN) |

UNITED KINGDOM, Conservative Leaders Press for Strong Action Against
ian Suez Canal Re t Anthony Eden, deputy leader of the UK
Conservative Party, is reported by US Ambassador Gifford to favor ‘the
adoption of strong measures against Egypt if it continues to restriet the
passage through the Suez Canal of British oll tankers bound for Haifa, -

. Pointing out that Eden is not given to urging such courses of action with-

out careful congideration, the Ambassador indicates his belief that

" Churchill agrees with Eden and thet other influential Conservatives would . -

. be inclined to go along on the matter, (S, S/S Iondon 6159, 25 May 51),

""-;;_commrz The views expressed by Eden on this subject suggest that a Con- -
“servative. Government might even attempt coercive measures to reopen the

o Suez Canal to Haifa-bound British tankers. ' The present govermment, con=

" . cerned about the currently delicate state of the defemse treaty negotia-
. tions, 1s unlikely to adopt any such measures as wrged by Eden; but it is :

well aware of both this Conservative pressure for a tougher line toward

Egyp'b and of similar pressure from among some of its own supporters. It e
- will therefore be particularly cautious about: concluding any Anglo-
. VEgyptian defense arrangefments which would appear to maka concessiona to.
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